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THEORY AND PRACTICE
Current Studies and Concepts
EILEEN T. CORCORAN, CPA, Special Editor
Arthur Young & Company
Chicago, Illinois

not restrict the issuance of piecemeal opinions
under these circumstances.
The statement brings into focus the fact that
the expression of a piecemeal opinion with re
spect to specific items included in financial
statements usually requires a more extensive
examination of such items than would ordinari
ly be required if the certifying accountant were
expressing an opinion on the financial state
ments taken as a whole. It states that three
basic factors influence the sufficiency and com
petence of evidence necessary to support a
piecemeal opinion as to specific items in finan
cial statements:

The Committee on Auditing Procedure of
the American Institute of Certified Public Ac
countants has issued for comment an exposure
draft of its proposed statement on piecemeal
opinions. Because of the widespread effect that
this statement would have on current practice,
it has been issued for comment to all members
of AICPA rather than just state societies of
CPA’s and other interested individuals which
is the common exposure practice for such state
ments. The purposes of the statement are to
identify the circumstances in which a piece
meal opinion is appropriate, to clarify the
scope of an examination necessary to support
a piecemeal opinion, and to clarify the pre
cautions which should be taken when a piece
meal opinion is expressed.
Piecemeal opinions occur when the certify
ing accountant must for some reason issue a
disclaimer of opinion or an adverse opinion on
the financial statements taken as a whole
although the certifying accountant is in a
position to express an opinion on certain spe
cific items in the financial statements.
For example, the scope of the certifying ac
countant’s examination might exclude confir
mation of receivables, the significance of which
is so material in relation to the financial state
ments that the certifying accountant believes
a disclaimer of opinion must be issued on the
financial statements. At the same time the
certifying accountant may believe that this
scope limitation does not prevent the obtaining
of satisfaction as to property, plant and equip
ment or payables.
In these circumstances the certifying accoun
tant may issue a piecemeal opinion on the
items the certifying accountant believes are
fairly presented in addition to a disclaimer of
opinion on the financial statements taken as a
whole. The position of the Committee would
considerably restrict the issuance of a piece
meal opinion under these circumstances.
Other examples would involve situations
such as where (1) a certifying accountant
could not obtain satisfaction as to the recov
erability of deferred development costs or (2)
a client carries its investment in property, plant
and equipment at current market value rather
than acquisition cost. The exposure draft does

1. Client-imposed restrictions on scope limit
the certifying accountant’s freedom to se
lect procedures and examine evidence.
2. Many items within financial statements
are interrelated.
3. The materiality threshold for financial
statement items considered separately is
lower than for such items considered as
components of financial statements taken
as a whole.
The statement provides that if, because of
restrictions imposed by the client (such as not
being permitted to examine a sufficient number
of subsidiaries of a holding company, not be
ing permitted to observe physical inventories,
etc.), the certified accountant is unable to
examine evidence supporting financial state
ment items or is prevented from applying au
diting procedures believed necessary to sup
port an unqualified or qualified opinion on the
financial statements taken as a whole, a piece
meal opinion should not be expressed. It states
that exceptions to this general prohibition can
be made only in the following special circum
stances:
1. When the report on the client’s financial
statements is intended for internal use
of the client’s management only and the
auditor specifies in the report that its
distribution is to be so restricted.
2. When the report is issued pursuant to
agreement between a prospective buyer
and seller of a business and the auditor
14

specifies in the report that its distribution
is to be restricted to the parties involved.

and educational films and books. The recovery
of such costs is dependent on successful de
velopment of these projects and the company’s
ability to sell the related products profitably in
the future. (See note X to the financial state
ments.) Also, as indicated in note Y, the com
pany is defendant in a legal action wherein the
plaintiffs are claiming damages of $.......... and
the company is counterclaiming $...........
against the plaintiffs. The ultimate outcome of
this litigation is uncertain.

It also states that, in these special circum
stances, the readers normally would be fully
aware of the nature and significance of the
scope limitation and would be unlikely to mis
interpret the disclaimer of opinion and the
piecemeal opinion.
The statement states that a piecemeal opin
ion should be carefully worded so as not to
contradict or overshadow the disclaimer of
opinion or adverse opinion with regard to the
financial statements taken as a whole. It also
states that a piecemeal opinion should clearly
indicate that no opinion on financial position
or results of operations is intended. It states
that the report should identify the specific ac
counts covered by the piecemeal opinion, such
as “cash, accounts receivable, and securities”
and that in some cases, when there are only a
few accounts not covered by the piecemeal
opinion, clear identification may be accom
plished by reference to the excluded accounts,
such as “assets other than inventories.” It pro
hibits use of broad phrases, such as “in all
other respects,” because it believes that their
use could lead users of the report to believe
that the opinion applies to items other than
those intended.
The following example of an opinion is in
cluded in the statement. This type of opinion
can only be issued when the items covered by
it are significant to the financial statements.

(Opinion paragraph)
Because of the possible material effect of the
uncertainties described in the preceding para
graph on the determination of financial posi
tion and results of operations, we do not ex
press an opinion on the financial statements
taken as a whole. In our opinion, however, the
following items in the accompanying financial
statements are presented fairly at December
31, 197. . and for the year then ended, in
conformity with generally accepted accounting
principles applied on a basis consistent with
that of the preceding year: cash; trade ac
counts receivable; inventories; prepaid ex
penses; property and equipment; notes payable
to banks; long-term debt; capital stock; sales;
selling, general and administrative expenses;
and interest expense.
Statements on Auditing Procedure generally
are effective at the time of their issuance. How
ever, because the restriction on expression of
piecemeal opinions in client-imposed scope
limitation situations changes practice which
has heretofore been considered acceptable, the
statement provides that such restriction shall
not be effective with respect to reports on fi
nancial statements for periods ending on or
before November 30, 1971.

(Scope paragraph—standard wording)
(Middle paragraph)
Deferred development costs of $...... re
late to the development of computer programs

limited to the nursing, teaching and social wel
fare professions and were not encouraged to pur
sue careers in areas generally considered as be
longing to men, such as the sciences, mathemat
ics, finance and development planning. Some
representatives pointed out that co-education
could present social problems and that the par
ticular traditions of a country had to be taken
into consideration in establishing a system of co
education.”23

OTHER COUNTRIES

(Continued from page 13)

other countries seem hesitant to participate in
the usually highly respected profession of ac
countancy. Coeducation at all levels may help
to overcome this hesitancy. A report prepared
by UNESCO for the Commission on the Status
of Women, included this comment:

Those who conducted this survey believe
that the opening of education at a lower level
and at all levels will be an encouragement to
young girls to continue with college work and
to become interested in accounting as a career.

. . Co-education, furthermore, should mean
not only equal access to educational institutions
but also equal access to all types of curricula and
examinations. It was also pointed out that the
unequal access of girls and women to the same
curricula had contributed to the division of work
into ‘men’s work’ and ‘women’s work’. It was
noted, for instance, that women in general were

23 Ibid., Access of Women to Education and
Training: Co-education and Literacy, Page 19.
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